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AMERICA BUILDS FOR HER RENTER MILLIONS 


And Here Are Some Suggestions for Loan Correspondents Who Want to 
Participate in This Movement Under the Housing Act 











There is a fast growing appreciation of 
the possibilities of rental housing as pro- 
vided for under Section 207 of the Na- 
tional Housing Act. Practically all the 
large insurance companies are now in the 
market for loans insured under this sec’ 
tion. It is easy to see why these large 
apartment projects have quickly filled up, 
and achieved the enviable position of 
having a waiting list. These projects offer 
the typical American business man who 
has a small family, and who is a renter 
rather than a buyer because of the possi- 
bility of being moved to another city, an 
opportunity to live in moderately-priced, 
carefully-designed, well-built, attrac- 
tively-located apartment units surrounded 
by ample grounds — hence the waiting 
list. 

Some of us had heard of the success of 
New York's City and Suburban Homes 
Corporation, and many knew of the ad- 
vantages of Pittsburgh's Chatham Village, 
and the success of the Colonial Village in 
Virginia, close to the National Capital, 
contributed a great deal to the latent 
interest inspired by these two other proj- 
ects. The Loan Correspondent who has 
visited one of the now numerous rental 
housing projects of this type quite logic- 
ally asks himself the question: “‘Is there 
an opportunity for me to initiate a proj- 
ect like this in my community?” Ob- 
viously, the best place to find the answer 
to that question is the nearest office of 
the Federal Housing Administration. 

In many cities, the FHA has al- 
ready made a survey to determine 
whether or not there is an opportunity, 
or additional opportunities, for rental 
housing projects. If there is such an op- 


Written especially for Tunez Mortcace Banxer. 


By GUY T. O. HOLLYDAY 


portunity, the first thing for the Loan 
Correspondent to do will be to obtain 
the necessary information regarding the 
law and its interpretations. To be fully 
acquainted with the requirements under 
the act is not merely helpful but essen- 
tial for success. 

The next step is to find the sponsor. 
Likely prospects may be found among 

(1) Real Estate Developers 





That the possibilities of large- 
scale rental housing projects un- 
der Section 207 of the National 
Housing Act are tremendous is 
well known to everyone who has 
been observing this interesting 
and encouraging building trend 
in recent months. Mr. Hollyday 
here expresses some of his 
thoughts and experiences in this 
field. The two specific projects 
which he discusses represent his 
own actual experience in this type 
of mortgage activity. 











(2) Owners of Land Suitable for 
Projects 

(3) Experienced Apartment House 
Builders 

The Developer has much to gain. 

These advantages are 

(a) The advertising that 
from undertaking a 
project 

(b) Visitors to the apartments may 
become purchasers for his de- 
veloped lots nearby 

(c) Increase in the value of his 
adjacent undeveloped land 


comes 


large 


Reproduction forbidden except by 


(d) Supply of customers for the 
Developer's store centre 

(e) And last but not least, the fi- 
nancial backlog provided for 
him through the building up of 
equity in the project. 

The Land Owner, as distinguished 
from a Real Estate Developer, of a desir- 
able location has probably been paying 
out taxes for a long time and has been 
awaiting the advent of just such an op- 
portunity. One rental housing project 
created for a land owning estate a 
$25,000 income out of a $6,000 annual 
loss. Also, the increased opportunity for 
improving the remaining adjacent land of 
course appeals strongly to the land 
owner. 

The experienced apartment house 
builder is naturally in an excellent posi- 
tion to judge the possibilities of large 
projects. Because of his experience, it is 
easier for him to analyze a project in 
another city and to translate its possi- 
bilities to his own community. If the 
apartment house builder has the neces- 
sary financial standing, he is, therefore, 
almost automatically a possible prospect. 

Of course, in large projects it is often 
necessary to arrange for a tie-up between 
the Builder and the Land Owner, or the 
Builder and the Real Estate Developer. 
A word of caution might here be in 
order; the mere fact that a builder has 
been a successful contractor is by no 
means assurance that he can meet the 
low cubic costs necessary to construct a 
large scale project. In one large project 
three months’ time was lost in endeavor- 
ing to determine whether two eminently 
successful large builders could build a 


permission. 
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rental housing project at a reasonable 
price. The bid was finally awarded to a 


third contractor who had specialized in 
projects of this kind, and the price was 
25% under the bid of the other two. 
The Loan Correspondent can likewise 
be helpful in convincing the Architect 
if the Architect has not previously de 
that it is 
necessary to use the practical experience 
of those who have already designed some 
of the modern operations 
rather than to depend on theories based 
on the standard type apartment units of 


signed one of these projects 


successful 


the past 

The Loan Correspondent can also be 
of very genuine help to the Federal 
Housing Administration in view of his 
knowledge of local conditions. It is as 
sumed that those connected with the 
Mortgage Bankers Association of Amer 





Opportunities for rental hous- 
ing projects are growing some- 
what scarcer in the larger met- 
ropolitan areas, Mr. Hollyday 
declares, but adds that there is 
ample reason to believe that there 
are many left in the smaller and 
medium-sized communities. In 
the larger centers, he thinks that 
as apartment vacancies decrease 
and business improves, as most 
people believe it will, other op- 
portunities equally as attractive 
will develop. 











ica have the ind ability 
to act as liaison officers between the spon 
sors, the Federal Housing Administration 
and the Mortgagee. In many instances in 
the past the FHA has been asked to give 
onsideration to half-baked schemes that 
constituted a waste of time for all parties 
In order, doubtless, to avoid 
wastes, the Federal Housing 
announced a change in 
1938. 


experience 


oncerned 
just such 
Administration 
procedure, effective December 15, 
providing “/1) that the sponsor submit 
all details of the proposal to an approved 
mortgagee and apply for initial FHA 
examination of the project through that 
mortgagee and that FHA ‘process- 
ing’ of the initial application be carried 
joru ard concurrently with the approved 
mortgagee 's examination of the project.”’ 

Opportunities for renta! housing proj 
ects, certainly of the apartment type, are 
growing scarcer in large metropolitan 
areas, and at the moment there would 
seem to be more opportunities 1n med- 
ium-sized communities there is 
good reason to expect a normal healthy 
growth. As general business improves, 
however, and apartment vacancies de 


W here 


crease, it is only natural to assume that 
there will again be real opportunities for 
operations 1n metropolitan areas 

The fact that the FHA gives serious 
consideration to the actual need of apart 


ments in any given community before 
approving any project would seem to 
deserve the strong approval of the mort- 
gage banker. Any sensible loan corre- 
spondent would be very shortsighted in 


Rental Housing in a Metropolitan City 


gitu 
py 


wD aie 





Here are two views of Northwood Apartments in Baltimore. Interesting to consider 
is the fact that the estimated income of the property, based upon 90 per cent occupancy, 
is about $225,000 annually, leaving net available for dividends and surplus of about 
$30,000 a year. As usual in this type of project, it is full (or actually 99 per cent full) 
and for the average type apartment there is a waiting list. 
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trying to conclude a large apartment loan 
for his company if by so doing he would 
create a serious vacancy among existing 
apartments in his community. 

Two projects which might be of some 
interest as samples — applicable, one to a 
metropolitan area and the other to a 
moderate sized town — are set forth in 
some detail herewith: 


The Dream’s Landing project at Ann- 
apolis, Maryland, may be summarized as 
follows: 

AREA—7 Acres 
LAYOUT—56 
Garages 

12 Conventional 

rooms at $72.50 

32 Duplex Apartments of 5 rooms at 


Family Units and 56 


Apartments of 5 


And How It’s Done in a Smaller Place 





The two photographs shown here (as well as the one shown on page four) are of the 
Dream’s Landing Project at Annapolis, Maryland. Done in the Colonial tradition with 
the beautiful Severn River (seen in the background) alongside, here is renting as several 
million renters wish it could be for them. Apartments have individual yards with elec- 


tricity and garage included. 


$72.50 to $80.00 
12 Duplex Apartments of 6 rooms at 
$77.50 to $87.50 
OCCUPANCY-—39 apartments rented 
at this time (January 20, 1939) out of 
a total of 56 
OPERATING COSTS—Estimated Op- 
erating Costs are $34.00 per room per 
annum 
HEATING—Heated by automatic coal 
stoker 
SPONSOR—George G. Ridgely, Ann 
apolis, Maryland 
ARCHITECTS—Louis Justement 
Joseph A. Parks 
BUILDER—Newbold Development 
Company of Bethesda, Maryland 
FINANCING — First Mortgage of 
$260,000 held by the New York Life 


Insurance Company. 





“Appeal of the garden-type 
apartment to the man of mod- 
erate means is so great it is likely 
that the apartment construction 
of the future will be based upon 
projects of this kind.” Mr. Holly- 
day is only reflecting what every 
keen mortgage man sees today 
. . . the continued shift to sub- 
urban areas ... the urge for 
more “ruralizing” of our cities. 
Lewis Mumford and others have 
pointed to it as one outstanding 
fact to consider in visualizing the 
City of the Future. 











An interesting fact is that there are 
individual yards for apartments, and that 
electricity and use of a garage are in- 
cluded in the rent of the apartment. 
There are reservations for next June to- 
taling more than the present number of 
vacancies (the active rental season in 
Annapolis, on account of changes at the 
Naval Academy, being in June). The 
location of these apartments overlooking 
the picturesque Severn River is perhaps 
one of the most beautiful to be found 
anywhere. The architecture follows the 
Colonial tradition for which Annapolis 
has a national reputation. 

The Northwood Apartments, Balti- 
more, Maryland, constructed for The 
Roland Park Company in the 525-acre 
restricted tract known as “Northwood,” 
may be summarized as follows: 
AREA—23 Acres 
LAYOUT—7 Groups comprising 57 

buildings, with a total of 388 Apart- 
ments. There are— 
276 Three-room Units 
72 Four-room Units 
40 Five-room Units 
(Continued Next Page, Column 1) 
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Apropos of Mr. Hollyday’s com 
ments of his experiences in large 
FHA 


announces that in January it closed 


single rental housing, the 


contracts for financing 9 new 


projects in © states. These 9 will 
provide accommodations for 3,135 





families involving mortgages ofl 
$11,204,500 was FHA’s 
biggest month in this activity 


January 


Including January business FHA 


has closed contracts for insuring 
148 large-scale housing 
ments to house 21,956 families in 


volving loans ot $73,927,650 


devel p 





FHA INSURES NEARLY 150 RENTAL PROJECTS 


Incidentally, late FHA data 
shows that under the amended Na- 
tional Housing Act more than 
100,000 individual homes have 
been built or started. More than 
400,000 homeowners, farmers and 
small business men have modern 
ized or altered their properties in 
this twelve months period—and 
during the same time living units 
for around 12,000 families have 
been provided for under the large 
scale rental developments. In Jan- 
uary alone, say FHA officials, con 
struction was started on quarters 
for 10,000 families which includes 
7,000 single-family houses. 








56 garages originally built and 25 
more recently added 
OCCUPANCY—There are at this time 
(January 20, 1939) only 4 vacancies 
out of a total of 388 apartments 
OPERATING COSTS—Estimated Op 
erating Costs are $46.00 per room per 


annum 
HEATING—Heated by oil burning fur 
naces 
SPONSOR—The Roland Park Company 


ARCHITECT—John A. Ahlers 
Harvey Warwick, 
Associate 
BUILDER The Ring Construction 
Company of Arlington, Virginia 
FINANCING—First Mortgage of $1, 
480,000 held by the New York Life 
Insurance Company 
The grounds have been beautifully 
landscaped, old trees being preserved 
wherever possible, each Group having its 
own court with individual planting. It is 
interesting to note that streets in the 


development are 52 feet wide, to permit 
angle parking with ample space for traf- 
fic. Baltimore City does not permit auto- 
mobiles to remain on the streets over 
night. As the streets are located on com- 
pany owned property, all-night parking 
for tenants is permitted. 

Estimated income from the property, 
based on 90% occupancy, is approxi- 
mately $225,000 per year, leaving a net 
available for dividends and surplus of 
approximately $30,000 per year. The 
project was completed in October, 1938. 
It is 99% occupied, and there is a sub- 
stantial waiting list for the average 


apartment. 

The appeal of the garden type apart- 
ment to the man of moderate means is so 
great, it is likely that the apartment con- 
struction of the future will be based 
upon projects of this kind. 





DON’T LEAN TOO HEAVILY ON APPRAISAL INDICES 


Real estate warned 
against the use of indices as a means of 
charting trends in measuring present and 
future value of real estate by Myron L 
Matthews in the Dou Daily 
Building Report. 

Mr. Matthews explains that there are 
more than a dozen indices and, generally 
speaking, each one has a particular field 
which, if not known by the realty ap 
praiser, may lead to error in arriving at 
the conclusions for which he has been 
paid to give. Reproduction cost is one 
thing, insurance value another, and there 
is the index based on long-term loans 
which may be dominated by character, 
financial resources and other factors. 


appraisers are 


Service 


Mr. Matthews said that it remains 
basically important that the appraiser ap- 
proach property value down three ave- 
nues: (1) Reproduction cost, (2) income 
or capitalization, (3) comparative sale 
prices. A single approach to real estate 
value never should be followed. 





The Association is anxious to 
have further suggestions from 
members as to subjects they would 
like treated in forthcoming 
articles. 





“Only when insurable value is being com- 
puted is it right to use a single approach— 
and that is the reproduction cost. That is 


all the insurable value contemplates—the 
cost to reproduce new. Perhaps this is one 
reason why so much confusion exists on the 
weight given index numbers in computing 
real estate values. When you have an army 
of ‘arrivals’ in realty appraising doing both 
insurance and real estate appraisals it is log- 
ical to expect realty valuations based on in- 
surable value technique and vice versa. A 
serious error is the misuse of tables of con- 
struction cost. These indices of cost are re- 
liable when used within their intended lim- 
itations. Therefore for accuracy their basis 
must be understood.” 


(The Dow Service has listed about 
twelve of these indices with a brief de- 
scription of what each one means. We 
will be glad to send members this com- 
plete description if they request it.) 


eee et 


eee 
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WHAT MBA MEMBERS LOOK FOR IN 1939 


The Trend in Vacancies, Interest Rates, Real Estate Prices and Sales Activity 


as Analyzed in our Recent Poll 











Mortgage interest rates will remain 
the same this year as they were 1938— 


this is the overwhelming opinion of 


MBA members who answered our re- 
cent questionnaire. 

Residential vacancy is going to be 
lower in 1939 than it was in 1938—al- 
though the opinion here is by no means 
overwhelming. 

Real estate was selling very little 
better at the end of 1938 than it was a 
year ago. 

But real estate in 1939 is going to sell 
a great deal better than it did in 1938 

here, too, the opinion of MBA mem- 
bers is quite conclusive. 

But will real estate sales prices be 
higher in 1939 than they were in 1938? 
The opinion of MBA members tends 
somewhat to the side that they will not 

And have rents gone up sufficiently 
to induce new building? The opinion of 
MBA members is that they have not but 
there are a surprisingly important num- 
ber who believe rents have risen suffi- 
ciently to act as a spur to new building. 

The above represents briefly the first 
results obtained from the questionnaire 
which we mailed to the entire MBA mem- 
bership late in December last year. Of 
our 550 members, 246 replied in full— 
a surprisingly good representation of re- 
turns in any sort of poll of this kind. 
These 246 replies represented 88 cities 
in 39 states; so the results, we believe, 
fully expresses a broad geographical cov- 
erage and a representative opinion. 

We have examined these 246 replies 
and find in many cases the opinions are 
overwhelmingly onesided and leave no 
room for doubt. In others, however, we 
found opinions regarding some of the 
questions asked to be sharply divided. 

The first question we asked the mem- 
bership was “Do you think mortgage 
rates in 1939 will be higher, lower, or 


remain the same?” The results were: 
Said Said Said 


Sections Same Lower Higher 
East 32 4 0 
Far West & Mountain 32 | l 
South 35 1 4 
Middle West 124 11 ] 
Totals 223 17 6 


Our second question had to do with 
residential vacancy and we sought to 


find out whether MBA: members felt it 


By GEORGE H. PATTERSON 


would be higher or lower in 1939. The 
results were: 
Said Said Said 


Sections Same Lower Higher 
East . 0 19 12 
Far West & Mountain 2 18 9 
South ...... GO tw 7 
Midwest 0 74 «40 
Totals 7 Wa 83 





This is not what someone else 
thinks but what you MBA mem- 
bers yourselves think on certain 
questions relative to mortgage 
banking. George H. Patterson, 
secretary of MBA and editor of 
The Mortgage Banker here be- 
gins a series of articles dealing 
with the recent poll of the mem- 
bership. Members will note that 
the replies are grouped in four 
general geographical classifica- 
tions. Any member who wishes a 
special tabulation made for his 
own use of any particular city or 
state should write Secretary Pat- 
terson. He will supply it promptly 
if a sufficient number of replies 
were received to give a compre- 
hensive analysis. 











It is worth noting that while a ma- 
jority believe residential vacancy will be 
lower there was, nevertheless, an im- 
portant number who believed it would 
be higher—thus indicating that the sit- 
uation regarding existing property from 
a rental standpoint may not be quite as 
favorable as many have believed. 

Real estate at the end of 1938 was 
not selling as well as it was a year ago— 
153 members believed that it was not 
while 77 said that it was. The complete 
figures are: 


Sections Said Yes Said No 
MOO scscncsassssssians 13 20 
Far West & Mountain... 13 19 
South 15 24 
Midwest 36 90 
Totals ....... 77 153 


But real estate will sell better in 1939? 
Our members seem to be well agreed 
on that. They voted 190 to 42 that we 
could expect to see real estate selling 
better in 1939. The figures are: 


Sections Said Yes Said No 
I ai a oe ene 8 
Far West & Mountain... 30 4 
South ...... satel a 15 
Midwest a 15 
5 incecininmensices 190 42 


Slightly more than one-half of the 
members answering our questionnaire do 
not think, however, that real estate 
prices will be higher than they were in 
1938. One hundred and thirty-four ex- 
pect no higher prices while 102 do. They 
voted as follows: 


Sections Said Yes Said No 
East A eae 18 
Far West & Mountain... 18 14 
South ; ee | 27 
Midwest a 75 
Totals ssssssisssasae 134 


One of the most talked of factors in 
the revival of new building has been the 
fact that rents have not risen sufficiently 
to be instrumental in inducing new 
building. Our sixth question asked our 
members specifically if they believed 
rents had risen enough to be a factor in 
new building. Two hundred and four 
said they had not while 33 felt they 
had. 

The data cited above represents only 
a portion of the results taken from this 
questionnaire. The remainder will be 
carried in another article. 

It is not surprising to know that our 
members do not foresee higher interest 
rates—although it is significant to note 
that another survey made by a contem- 
porary organization at about the same 
time forecasted lower mortgage rates. 
(This organization primarily represents 
borrowers.) One of our own members, 
however, in a medium-sized western city 
did remark that he thought mortgage 
rates were still on the way down, and 
added that “I expect to see 4% com: 
mon.” Dr. Walter Lichtenstein, speak- 
ing only a few days ago (members will 
recall he addressed our Chicago conven- 
tion last October) declared that he fore- 
saw a long period of low interests rates 
in practically all lines. Referring to the 
whole interest picture he said that “the 
reason for this low rate of interest has 
been in a large part the federal pump- 
priming program. 

In the articles to come, we will discuss 

(Continued on page 6, Column 1) 
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TAX DELINQUENCIES PLAGUE HOLC 


By CHARLES A. JONES of the HOLC 


Despite all our efforts, tax delinquencies have become an 
increasingly difficult problem. It is a problem which we must 
overcome in the next few years. But the performance of 
HOLC borrowers in the troubled years since the Corpora 
tion was formed lends confidence as to the ultimate outcome 

HOLC borrowers to date have paid back $540,000,000, 
or 17% of their entire principal indebtedness. About 1,500 
a month are paying off their loans in full; 44,000 already 


have paid in more than $100,000,000 to get their names 
crossed off our books. We are collecting about $15,000,000 
a month in principal and $9,500,000 in interest. (During 
1938, the HOLC foreclosed on 11 percent of the properties 
which it refinanced—a “percentage less than half that of 
any comparable group of private lending institutions.” Sales 
have approximated 30,000 or more than one fourth of those 
so far acquired.) 





ON BEATING AROUND THE BUSH 


By PHIL §. HANNA in THE CHICAGO JOURNAL OF COMMERCE 


The proposal, approved by President Roosevelt, to permit 


independent agencies like RFC, CCC, HOLC and many 


others to issue obligations which government will guarantee 
is another example of trying to beat the devil around the 
bush. A rose by any other name is still a rose and you 
realize how perfectly absurd it is for congress to refuse to 
raise the national debt limit and then permit agencies like 


what our members think about the pros 


creased residential building during the 


the foregoing to exceed the debt limit by another route. 

Senator Wagner reveals anew his ignorance of simple 
economics as well as his disregard of inflationary trends in 
proposing $800,000,000 of new security issue by the federal 
housing authority. He talks about housing agencies repay- 
ing the loans when experience shows they cannot even pay 
taxes in some Cases. 


country. Our organization is very ser! 





pects for farm loans, how many single 
family houses they foresee in their com- 
munities for this year and their attitude 
toward FHA. We are now studying the 
tabulated results of how MBA members 
are reacting to FHA and FHA service 
and believe that this data will be very 
enlightening to our members. 

One Chicago member asked me early 
in the year what “the tone of the ques- 
tionnaires was.” 

“Are they pessimistic or optimistic,” 
he asked. At that time only a limited 
number had been returned and these 
were mostly from the large metropolitan 
centers and were, as I told this Chicago 
member, somewhat pessimistic as to the 
outlook in the mortgage field. However, 
after examining nearly 250 of these 
questionnaires from almost 100 cities in 
nearly 40 states, we believe the general 
outlook in our field can be definitely set 
down as favorable. 

Many of our members wrote letters 
expressing more fully their views of 
conditions as they saw them. Naturally 
we cannot reprint them all but we have 
selected two—one pessimistic, one opti- 
mistic—which we think reflect typical 
opinions. 

One is from a man closely associated 
with a life insurance company in the 
Far West and he writes: 

“I happen to be one of those rare 
animals in the mortgage loan field who 
feel optimistic about the future. I think 
that mortgage interest rates, at least for 
the time being, are going to remain 
about the same, but I do look for in- 


next year, and possibly in the year fol- 
lowing we will find a greater resumption 
of building for stores and apartments.” 

The other letter, somewhat longer, is 
from a state in the Middle West long 
noted for its youthful enthusiasm. This 
member, however, does not view the fu- 
ture very favorably. He writes: 

“Residential and apartment vacancies 
are increasing at a tremendous rate here, 
rents are substantially below a year ago 
and are still going downward. The mar- 
ket for second-hand houses is utterly 
bad. Practically speaking no real estate 
brokers are doing half-way well, other 
than those brokers who are also in the 
building business, financing construction 
with ‘shoestring’ loans and selling such 
houses for little or nothing down. 

“In spite of the fact that our city is 
enjoying a rather healthy population 
growth the statements above enumerated 
are substantially true. 

“This condition has been brought 
about entirely by the exorbitant FHA 
loans. It is, without the slightest ques- 
tion in my mind, leading very rapidly 
to utter disaster to the market for real 
estate. 

“No business, whether it be the man- 
ufacturing and sale of automobiles, ra- 
dios, houses or what-not can long stand 
up under a condition of too much and 
too easy credit. Too much and too easy 
credit will invariably lead to over pro- 
duction in any line with the inevitable 
crash in sale values. 

“The last election indicated a tremen- 
dous change in sentiment all over the 


ously neglecting the, interest of its mem- 
bership if it does not take advantage of 
the change in sentiment and aggressively 
work to attempt to prevent the next ses- 
sion of Congress from further extending 
or adding to governmental messing in 
the mortgage financing field.” 

We are omitting many other interest- 
ing comments because of lack of space 
such as for example, the member in an 
eastern state who, in trying to estimate 
the number of single family homes to be 
built, declared that “my answer is in- 
definite due to the fact that the United 
States Housing Authority contemplates 
building 500 rental units in our city 
which are not at all needed. If they go 
ahead with this project I look for it to 
retard private construction. 

Another man in Cincinnati summed 
up a view which many expressed when 
he wrote, “If building costs continue to 
rise and the unemployment situation is 
not overcome, 1939 will not be very 
promising. There are quite a number of 
new homes built for the market that re- 
main unsold today in this territory.” 

But despite these rather “bearish” 
views, one cannot help but feel im- 
pressed, as we did, with the favorable 
view of the future which a large ma- 
jority of our members expressed in many 
ways. This will be further substantiated 
in the following articles. 

Findings based upon: 34 replies from 9 
cities in 6 states in the Far West and Moun- 
tain section; 36 replies from 19 cities in 10 
states in the Eastern section; 40 replies from 
18 cities in 10 states in the Southern section; 


and 136 replies from 42 cities in 13 states in 
the Middle Western section. 
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THE MORTGAGE BANK AGAIN 

One of the most persistent legislative ideas of recent years is back in the news 
again—the old idea of a central mortgage discount bank. Members of the Mort- 
gage Bankers Association of America have consistently opposed this plan and there 
is no reason that we know of now that there has been a change of sentiment. The 
bill has already been introduced by Senator Wagner of New York and calls for 
establishing a central mortgage bank under the same supervision as that of national 
banks but to be privately owned. Private capital of $10,000,000 will be required 
and the sale of securities would produce up to $1,000,000,000 of capital. 

It is not our intention at this time to go into the matter in detail but merely 
to sound a warning to members that the idea is again apparently mustering some 
important suppert. Howell N. Tyson, Jr., who spoke briefly before the Board of 
Governors at the February meeting, touched on a little known feature of the bill. 
He declared that directors of the bank are empowered to appoint appraisers who 
will appraise and judge loans to be bought by the bank and declared that he felt 
this is another instance of the movement to put mortgage appraisals into the hands 
of outside appraisers. A group of New York savings and loan associations has 
spoken out against the bill and we predict that other interests will do likewise. 

One thing can be said for the bill at the beginning: No economic emergency 
calls for the enactment of such a measure at this time. There is no emergency today. 
Even the most rabid proponent of the bill cannot deny that, if passed, this law 
represents another very important step in further government control over banking 
and real estate financing. 


A QUESTION OF VALIDITY 

If FHA Administrator McDonald were to leave office today, would all FHA 
mortgages be invalid? 

It sounds fantastic, and, for all practical purposes, is. Yet that there is at least 
a possibility of it is the opinion of some of the Washington newspaper men. One 
of them points out that in the Wagner-Steagall bill a proposal has been inserted 
that makes all mortgage contracts approved by one FHA Administrator binding 
upon his successor. This action is necessary, it was said, because the retirement of 
Mr. McDonald now might cast some doubt upon the validity of FHA insured 
mortgages so far made. 


STATE TAX ON REAL ESTATE 

About a year ago we recall printing in the old MBA News Review a small 
item about a new decree in Italy which, in effect, represented a virtual confisca- 
tion of real estate property. It was called a tax but actually was a capital levy. We 
remember some of the newspaper comments at the time and how startled many 
were at the boldness of such a scheme. The Real Estate Association in New York 
State is excited about a proposal now which it feels would amount to the same 
thing. They're probably exaggerating some but the proposal is unique. The governor 
has suggested a $26,000,000 direct state tax on real estate. An exécutive of the 
Association declared: 

“Not only is the suggestion of a State realty tax ill-advised, but the tax is 
economically unsownd. The tax would be levied with no regard to income or ability 
to pay. In most cases it would be a direct levy on capital.” 


HOME COSTS RISE 


The cost of building a small house is 
increasing at the rate of $10 each month 

and this rise can be laid at the door 
of higher and higher labor and materials 
costs. 

A home which cost $4,000 to build 
at 1937 average wage rates and ma- 
terials prices in 18 cities now costs 
$4,151, compared with $4,116 in Sep- 
tember, 1938, and $4,013 in January, 
1938. 

This is an increase of almost 4% from 
1937 averages, and an advance of 32% 
since January, 1938, according to the 
Northwestern National Life Insurance 
Co. 

With average hourly rates for skilled 
building labor 7Y%2% higher than the 
1926-29 average rates and common labor 
getting 24% more than in the 1926-1929 
period, home building costs have been 
pushed to within 142% of the 1926-29 
boom-time levels. 

Despite this increase in costs, how- 
ever, the home builder is getting more 
for his money than ever before, due to 
a combination of improved methods, 
higher standards, new inventions and 
lower financing costs. 


MORE HOLC BILLS 

The HOLC is again being attacked in 
the courts with the filing in New York 
of a suit challenging its constitutionality. 
The contention is that, under the Con- 
stitution, congress has no authority to 
delegate to the Federal Home Loan Bank 
Board the legislative power creating a 
corporation. 

Incidentally, the movement to reduce 
interest charges on HOLC loans is being 
continued. Representative Barry of New 
York is proposing a reduction of 314% 
and Representative Fitzpatrick of New 
York wants it cut to 4%. The New 
York Times declares that: 

“If Congress should give special 
consideration to these owners who are 

in arrears or to all HOLC mort- 

gagors, such a step might upset the 

mortgage market, some observers say. 

It would also penalize those who 

have proceeded to make their pay- 

ments when due, some of whom have 


paid off this indebtedness in full.” 
TAX EXEMPTION GAINS 


The movement for exemption in prop- 
erty taxation of property used as resi- 
dences appears to be gaining momentum. 
In the past five years 15 states have 
passed laws to change their constitutions 
to this effect. (The Mortgage Banker 
would be glad to send members a tabula- 
tion showing the position of each state 
in respect to homestead tax exemption 
laws.) 
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NEWS OF WHAT’S HAPPENING 
AMONG MBA MEMBERS AND 
OUR LOCAL ASSOCIATIONS 


(Cgsociaton ACTIVITIES * 


OKLA. MBA ELECTS 


Present officers and directors’of the 
Oklahoma Mortgage Association have 
been re-elected and include: 

Howard Moffitt, President 

W. J. Bashaw, First Vice-President 

Robert Adams, Second Vice-President 

Raymond McLain, Jr., Secretary 
Treasurer 

DIRECTORS 
G. H. Galbreath C. B Sleeper 
J. W. Swan Luther Miller 
Albert Mager E. L. Gragg 
Ray McLain 

The organization has just inaugurated 
an Association Bulletin service to ap 
pear monthly. The first number is at 
tractive in make-up and other local Asso 
ciations will do well to write to Ray 
mond McLain, Jr., in care of the Okla 
homa Mortgage Association, 101 First 
National Building, Oklahoma City, for 
a copy. The first issue notes that at the 
annual meeting members “expressed de 
termination to help stamp out the prac 
tice among some builders and buyers of 
evading the 10 per cent FHA down pay- 
ment. Our guess is that no member of 
the Association will wink at such prac 


” 
tices. 


HEADS LIFE FIRM 


G. Cecil Woods, for the past several 
years manager of the real estate loan 
department of the National Life and Ac 
cident Insurance Company of Nashville 
has been named president of the Volun- 
teer State Life Insurance Company of 
Chattanooga. Associated with Mr. 
Woods in the acquisition of the controll 
ing stock of the company are Robert 
Evans and several prominent Chattanoo- 
gans. Mr. Woods has been a member 
of MBA for many years and was re 
cently appointed a member of MBA's 
Insurance Company Advisory Commit- 


tee. 


Re-Elect Williams in Seattle 
W. Walter Williams, MBA president 


in 1933-34, was recently re-elected pres- 
ident of the Seattle Chamber of Com- 
merce. He is the second youngest pres- 
ident of the Chamber and was the 
youngest president of MBA. He is 
president of Continental, Inc., and was 


(Continued Column 3) 





MBA GOVERNOR 








Roy S. Johnson 


Roy S. Johnson has been a particu- 
larly valuable member of MBA's Board 
of Governors because of the advice and 
counsel he has rendered to the Associa- 
tion on matters with which he is par- 
ticularly familiar. 

He was born in Woodland, Illinois 
and attended grade schools in Winfield, 
Kansas and Newkirk, Oklahoma. He at- 
tended the University of Oklahoma, 
majoring in Economics and received his 
A. B. degree. His first position was with 
the Albright Title and Trust Company 
of Newkirk in the farm loan division. 
He succeeded his father, C. A. Johnson, 
as president of the company in 1929. In 
September of 1937 he became president 
of the Federal Land Bank of Wichita, 


Kansas, a position he now holds. 


RAY HEADS DMBA 


At the recent annual election of the 
Detroit Mortgage Bankers Association 
Walter J. L. Ray was elected president 
for 1939. Edward F. Lambrecht of Lam- 
brecht Realty Company, a member of 
MBA and son of the late Richard L. 
Lambrecht (a member of our Board of 
Governors for many years) was chosen 
vice president. Charles H. Sill of Dren- 
nan and Sill was elected secretary-treas- 
urer. 


LAUDS FARM LOAN 


The interest of life insurance 
panies in farm real estate is reviving 
and “they are now quoting rates that 
are directly competitive to any federal 
agency and are generally offering terms 
of duration and amortization equal to or 
better than those offered by these agen- 
cies,” R. O. Deming, Jr., MBA Board 
member from Oswego, Kansas, said in 
an address before the south central re- 
gional conference of the NAREB in 
Dallas. 

“Many of the insurance companies 
have gone before their state legislatures 
and had their loan limits increased. 
Previous to two years ago practically all 
states required a 50 per cent margin 
upon loans. Now most states permit 
lending up to 66 2/3 per cent of the 
appraised value and many states permit 
a loan up to 75 per cent.” 

The greater amount of money avail- 
able for financing farm purchases should 
have a definite effect on the farm mar- 
ket, he held. 

As factors making farm loans more 
attractive Mr. Deming mentioned his 
belief that the maximum real estate tax 
upon farm lands has been seen, and that 
the future will see part of the burden 
of local government further shifted from 
lands to some other form of taxation 
which will give further relief. 

“I confidently look forward to much 
higher land prices during the next five 
years,” he said, “and can visualize the 
possibility and probability that the 75 
per cent loan made today will, within 
five years, probably be a loan not ex- 
ceeding 50 per cent of the then exist- 
ing value. Land today, due to general 
but temporary conditions is selling be- 
low its intrinsic worth.” 


com 


“Life insurance companies generally 
have accepted and are now buying FHA 
loans in volume, whereas a few years 
ago, there were but few of them pur- 
chasing these loans.” 


president of Seattle Mortgage Bankers 
Association in 1928-30 and was a former 
president of the Seattle Real Estate 
Board. Recently we noted a double-page 
advertisement inserted by Liberty maga- 
zine describing Seattle and its business 
leaders and Walter Williams was among 
the prominently mentioned. 








